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FINANCIAI^COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Office  of  the  Legislative  Auditor  to  deter- 
mine if  an  agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  pre- 
sented fairly,  and  the  agency  has  complied  with  applicable  laws  and  regulations  which  could 
have  a  significant  financial  impact.  In  performing  the  audit  work,  the  audit  staff  uses  stand- 
ards set  forth  by  the  American  Institute  of  Certified  Public  Accountants  and  the  United  States 
General  Accounting  Office.  Financial-compliance  audit  staff  members  hold  degrees  with  an 
emphasis  in  accounting.  Most  staff  members  hold  Certified  Public  Accountant  (CPA)  certifi- 
cates. 

The  Single  Audit  Act  of  1984  and  OMB  Circular  A-128  require  the  auditor  to  issue  certain  fi- 
nancial, internal  control,  and  compliance  reports  regarding  the  state's  federal  financial  assist- 
ance programs,  including  all  findings  of  noncompliance  and  questioned  costs.  The  Office  of 
the  Legislative  Auditor  issues  a  biennial  Single  Audit  Report  for  the  state  of  Montana  which 
fulfills  those  requirements  on  a  statewide  basis.  The  audit  report  presented  here  is  therefore  not 
intended  to  meet  all  reporting  requirements  of  the  Single  Audit  Act  of  1984  and  OMB  Circular 
A-128. 


MEMBERS  OF  THE  LEGISLATIVE  AUDIT  COMMITTEE 

Senator  Judy  Jacobson,  Chairman        Representative  John  Cobb, 
Senator  Delwyn  Gage  Vice  Chairman 

Senator  Greg  Jergeson  Representative  Dorothy  Bradley 

Senator  Tom  Keating  Representative  Harry  Fritz 

Representative  Bruce  Simon 


STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 


LEGAL  COUNSEL: 

JOHNW.NORTHEY 
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STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


December  1988 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARY  BRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Office  of  the  Com- 
missioner of  Political  Practices  for  the  two  fiscal  years  ending  June  30,  1988. 
Included  in  this  report  are  two  recommendations.  The  first  recommends  the  com- 
missioner submit  annual  reports  to  the  legislature  and  governor  to  comply  with  state 
law,  and  the  second  recommends  the  commissioner  comply  with  state  policy  regarding 
travel  expenses.   The  office's  responses  are  located  at  the  end  of  the  report. 

We  thank  the  commissioner  and  her  staff  for  their  assistance  and  cooperation. 

Respectfully  sub«iitted. 


Scott  A.  Seacat 
Legislative  Auditor 
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Office  of  the  Legislative  Auditor 

OFFICE  OF  THE  COMMISSIONER  OF  POLITICAL  PRACTICES 

Financial-Compliance  Audit 
For  the  Two  Fiscal  Years  Ended  June  30,  1988 


Audit  staff  involved  in  this  audit  include:   Julie  Barr  and  Allyn  Clark. 
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APPOINTIVE  OFFICIALS 
OFFICE  OF  THE  COMMISSIONER  OF  POLITICAL  PRACTICES 

Peg  Krivec,  Commissioner  through  December  31,  1986 

Dolores  Colburg,  Commissioner  effective  January  1,  1987 


SUMMARY  OF  RECOMMENDATIONS 

This  listing  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the 
report  and  the  audited  agency's  reply.  The  major  issue  addresses  the  implementation 
of  a  prior  audit  recommendation. 

Page 


Recommendation  #1 
The  office  submit  the  reports  to  the 
legislature  and  governor  as  required  by 
state  law. 


Agency  Response:   Concur.  See  page  12. 


Recommendation  #2 
The  office  thoroughly  review  travel 
expense  claims  to  ensure  compliance  with 
the  state  policy. 

Agency  Response:   Concur.   See  page  12. 


GENERAL 

We  performed  a  financial-compliance  audit  of  the  Office  of  the  Commis- 
sioner of  Political  Practices  for  the  two  fiscal  years  ended  June  30,  1988.  The 
objectives  of  the  audit  were  to: 

1 .  Determine  if  the  office  complied  with  applicable  laws  and  regulations. 

2.  Make  recommendations  for  the  improvement  in  the  management  and 
internal  controls  of  the  office. 

3.  Determine  if  the  office's  financial  schedules  present  fairly  the  results 
of  operations  for  the  two  fiscal  years  then  ended. 

This  report  contains  two  recommendations  to  the  office.  Other  areas  of 
concern  deemed  not  to  have  a  significant  effect  on  the  successful  operations  of  the 
Office  of  the  Commissioner  of  Political  Practices'  programs  are  not  specifically 
included  in  the  report,  but  have  been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and  disclosed  the 
costs,  if  significant,  of  implementing  recommendations. 

BACKGROUND 

The  Office  of  the  Commissioner  of  Political  Practices  was  created  by  the 
1 975  Legislature.  The  governor  appoints  the  commissioner  to  a  six-year  term,  subject 
to  confirmation  by  the  senate.  A  four-member  selection  committee  comprised  of  the 
Speaker  of  the  House,  the  President  of  the  Senate,  and  the  minority  floor  leaders  of 
both  houses  of  the  legislature  submit  a  list  to  the  governor  of  two  to  five  names  of 
individuals  for  consideration. 

The  primary  duties  of  the  commissioner  include: 

1.  Monitoring  disclosures  of  financial  contributions  to  and  expenditures 
of  Montana  political  committees  and  candidates. 

2.  Registering  lobbyists  and  their  principals'  financial  reports. 

3.  Investigating  all  alleged  violations  of  the  state's  election  laws. 

The  office  was  authorized  the  following  full-time  employees  (FTE)  and  appropria- 
tions: 


Authorized  Employee  FTE  and  Annropriations 


FTE 


Fiscal  Year   Fiscal  Year 
1986-87       1987-88 

4.75  3 


General  Fund  $134,519      $102,045 

Special  Revenue  Fund  931         1,066 

Sources:   House  Bills  2  and  30;  Budget  Analysis  Report,  1987  and 
1989  Biennium. 

The  office  is  attached  to  the  Office  of  the  Secretary  of  State  for  administrative 
purposes. 

PRIOR  AUDIT  RECOMMENDATIONS 

We  performed  the  audit  of  the  Office  of  the  Commissioner  of  Political 
Practices  for  the  two  fiscal  years  ended  June  30,  1986.  The  report  contained  three 
recommendations  still  applicable  to  the  office.  The  office  implemented  one,  partially 
implemented  one,  and  did  not  implement  one.  The  recommendation  not  implemented 
concerns  the  requirement  of  the  commissioner  to  issue  an  annual  report  to  the 
legislature  and  governor,  and  is  discussed  in  the  following  section. 

ANNUAL  REPORTS 

Section  13-37-120,  MCA,  requires  the  commissioner  to  submit,  at  the  close 
of  each  fiscal  year,  a  report  to  the  legislature  and  the  governor.  The  report  shall 
contain  any  actions  the  commissioner  has  taken,  the  names,  salaries,  and  duties  of 
each  individual  in  her  employ,  as  well  as  the  money  she  has  disbursed.  The  commis- 
sioner shall  also  make  further  reports  on  the  matters  within  her  jurisdiction  that  the 
legislature  may  prescribe  and  shall  also  make  recommendations  for  further  legislation 
that  may  appear  desirable. 

These  reports  were  not  submitted  in  fiscal  years  1986-87  and  1987-88.  The 
commissioner  stated  the  office  began  work  on  the  reports,  but  due  to  the  number  of 
complaints  received  during  this  campaign  season  and  cutbacks  in  FTE,  the  project 
was  not  completed.  This  compliance  area  was  addressed  in  a  prior  audit  recom- 
mendation the  office  concurred  with  but  did  not  implement. 


RECOMMENDATION  #1 

WE  RECOMMEND  THE  OFFICE  SUBMIT  REPORTS  TO  THE  LEGIS- 
LATURE  AND  GOVERNOR  AS  REQUIRED  BY  STATE  LAW. 


DOCUMENTATION 

During  our  review,  we  noted  instances  where  travel  expense  claims  were  not 
adequately  supported  by  receipts.  Of  the  five  travel  vouchers  we  examined,  two 
included  unsupported  miscellaneous  expenses  and  one  unsupported  transportation 
expense.  State  policy  requires  individual  expense  items  of  ten  dollars  or  more  be 
supported  by  a  paid  receipt.  The  commissioner  indicated  that  although  there  was  a 
review  performed  on  the  vouchers,  the  errors  noted  were  overlooked. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  OFFICE  THOROUGHLY  REVIEW  TRAVEL 

EXPENSE  CLAIMS  TO  ENSURE  COMPLIANCE  WITH  STATE  POLICY. 


AUDITOR'S  OPINION  LETTER 
AND  AGENCY  FINANCIAL  SCHEDULES 


SUMMARY  OF  AUDIT  OPINION 

The  financial  schedules  are  prepared  from  the  Statewide  Budgeting  and 
Accounting  System  without  adjustments  for  errors  noted  during  the  audit.  The 
auditor's  opinion  issued  in  this  report  is  intended  to  convey  to  the  reader  of  the 
financial  schedules  the  degree  of  reliance  that  can  be  placed  on  the  amounts 
presented. 

The  opinion  on  the  Schedule  of  Changes  in  Fund  Balance,  the  Schedule  of 
Budgeted  Revenues  -  Estimate  and  Actual,  and  the  Schedule  of  Budgeted  Program 
Expenditures  by  Object  and  Fund  for  the  two  fiscal  years  ended  June  30,  1988, 
means  the  reader  of  the  financial  schedules  may  rely  on  the  fairness  of  the 
information  presented. 


STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 
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STATE  CAPITOL 

HELENA.  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARY  8RYS0N 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  schedules  of  the  Office  of  the  Commissioner 
of  Political  Practices  for  each  of  the  two  fiscal  years  ended  June  30,  1987  and  1988, 
as  shown  on  pages  6  through  10.  Our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards  and,  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  office's  financial 
schedules  are  prepared  in  accordance  with  state  accounting  policy.  Accordingly,  the 
accompanying  financial  schedules  are  not  intended  to  present  financial  position  and 
results  of  operations  in  conformity  with  generally  accepted  accounting  principles. 

In  our  opinion,  the  financial  schedules  referred  to  in  paragraph  one  present 
fairly  the  results  of  operations  of  the  Office  of  the  Commissioner  of  Political  Prac- 
tices, for  the  two  fiscal  years  ended  June  30,  1988,  in  conformity  with  the  basis  of 
accounting  described  in  Note  1,  which  has  been  applied  on  a  consistent  basis. 

Respectfully  submitted. 


jiSB0»r 


Ja'fnes  Gillett,  CPA 
Deputy  Legislative  Auditor 


October  24,  1988 


COMMISSIONER  OF  POLITICAL  PRACTICES 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1988 


Special 
General      Revenue 
Fund         Fund 


$  4, 

,655 

2, 

,241 

125, 

,546 

20 

78 

83 

,673 

216 

,213 

FUND  BALANCE:  July  1,  1986  $   -0-       $   519 

ADDITIONS: 

Fiscal  Year  1986-87 

Nonbudgeted  Revenue 

Prior  Year  Expenditure  Adjustments 

Support  From  State  Of  Montana 

Budgeted  Revenue  $   671 

Fiscal  Year  1987-88 

Nonbudgeted  Revenue 

Prior  Year  Expenditure  Adjustments 

Support  From  State  Of  Montana 

Budgeted  Revenue  1 .066 

Total  Additions  216.213       1.737 

REDUCTIONS : 

Fiscal  Year  1986-87 

Budgeted  Expenditures  132,442         671 

Fiscal  Year  1987-88 

Budgeted  Expenditures 
Total  Reductions 

FUND  BALANCE:  June  30,  1988 


83.771 

1,066 

216.213 

1.737 

;   -0- 

$  519 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  Sys- 
tem. Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  9  through  10. 


COMMISSIONER  OF  POLITICAL  PRACTICES 

SCHEDULE  OF  BUDGETED  REVENUE  -  ESTIMATE  &  ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1988 


Fiscal  Year  1987- 


Charges  For 
Services 


SPECIAL  REVENUE  FUND 
Estimated  Revenue  $   75 

Actual  Revenue  1 ,066 

Collections  Over 

(Under)  Estimate  $   991 


Fiscal  Year  1986-87 

SPECIAL  REVENUE  FUND 

Estimated  Revenue  $   950 

Actual  Revenue  — 671 
Collections  Over 

(Under)  Estimate  $  (2791 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  9  through  10. 


COMMISSIONER  OF  POLITICAL  PRACTICES 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES  BY  OBJECT  AND  FUND 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1988 


Fiscal  Year 

Fiscal  Year 

1987-88 

1986-87 

Administration 

Administration 

$  50,613 

$  85,726 

10.261 

17.039 

60.874 

102.765 

9,567 

4,876 

1,450 

6,727 

3,942 

3,535 

1,671 

233 

4,518 

3,060 

316 

1,081 

395 

22 

PERSONAL  SERVICES 
Salaries 

Employee  Benefits 
Total 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  6e  Materials 
Communications 
Travel 
Rent 

Repair  6e  Maintenance 
Other  Expenses 
Total  21.859  19.534 

EQUIPMENT  AND  INTANGIBLE  ASSETS 

Equipment  1,157  10,514 

Intangible  Assets  947  300 

Total  2.104  10.814 

TOTAL  PROGRAM  EXPENDITURES  $  84.837  $133.113 


GENERAL  FUND 

Budgeted  $102,045  $134,519 

Actual  83.771  132.442 

Unspent  Budget  Authority  $  18.274  $  2.077 

SPECIAL  REVENUE  FUND 

Budgeted  $   1,066  $    931 

Actual  1.066  671 

Unspent  Budget  Authority  $      0  $    260 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  Sys- 
tem. Additional  information  is  provided  in  the  notes  to  the  financial 
schedules  on  pages  9  through  10. 


COMMISSIONER  OF  POLITICAI-  PRACTICES 

NOTES  TO  THE  FINANCIAL  SCHEDULES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1987  AND  1988 

1.         SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 
Basis  of  Accounting 

The  Commissioner  of  Political  Practices  uses  the  modified  accrual  basis  of 
accounting  for  its  General  and  Special  Revenue  Funds.  The  modified  accrual  basis 
of  accounting  is  described  in  the  Montana  Operations  Manual. 

Under  the  modified  accrual  basis  of  accounting,  a  valid  obligation  exists  when 
the  associated  liability  is  incurred  except  for  the  following  items  which  are  also 
considered  valid  obligations  under  state  accounting  policy: 

1 .  System  development  inter-agency  or  intra-agency  service  agreements 
may  be  accrued  at  the  end  of  the  fiscal  year  in  which  created. 

2.  Equipment  expenditures  may  be  charged  against  the  fiscal  year  in 
which  budgeted. 

3.  Interest  on  long-term  debt  is  recorded  when  due. 

4.  Obligations  for  employees'  vested  annual  leave  and  sick  leave  are 
recorded  as  expenditures  when  paid. 

Basis  of  Presentation 

The  financial  schedules  are  prepared  from  the  Statewide  Budgeting  and 
Accounting  System  (SBAS)  without  adjustments.  The  funds  presented  and  their 
relationship  to  the  state  treasury  fund  structure  are  as  follows: 

General  Fund  -  To  account  for  all  financial  resources  except  those  required 
to  be  accounted  for  in  another  fund. 

Special  Revenue  Fund  -  To  account  for  the  proceeds  of  specific  revenue 
sources  that  are  legally  restricted  to  expenditure  for  specified  purposes. 

Description  of  Account  Groups 

General  Long-Term  Debt  Account  Group  -  To  account  for  general  unmatured 
long-term  indebtedness  by  the  office,  specifically  compensated  absences. 


2.  VACATION  AND  SICK  LEAVE 

Employees  at  the  office  accumulate  both  vacation  and  sick  leave.  Employees 
are  paid  for  100  percent  of  unused  vacation  and  25  percent  of  unused  sick  leave 
credits  upon  termination.  Accumulated  unpaid  liabilities  for  vacation  and  sick  leave 
are  recorded  in  the  General  Long-Term  Debt  Account  Group  of  the  Office  of  the 
Commissioner  of  Political  Practices  but  is  not  presented  in  the  financial  schedules. 
Expenditures  for  termination  pay  currently  are  absorbed  in  the  annual  operational 
costs  of  the  office.  At  June  30,  1988,  the  office  has  a  liability  of  approximately 
$2,434  for  vacation  leave  and  $2,280  for  sick  leave. 

3.  GENERAL  FUND  BALANCE 

The  General  Fund  is  a  statewide  fund.  Agencies  do  not  have  a  separate 
General  Fund  since  their  only  authority  is  to  pay  obligations  from  the  statewide 
General  Fund  as  long  as  they  stay  within  their  appropriation  limits.  Thus,  on  an 
agency  schedule,  the  beginning  and  ending  fund  balance  will  always  be  zero  for  the 
General  Fund. 

4.  RETIREMENT  CONTRIBUTION 

Employees  at  the  office  are  covered  by  the  Public  Employees'  Retirement 
System  (PERS),  administered  by  the  State  of  Montana.  Under  PERS,  the  state 
contributes  6.417  percent  of  an  employee's  gross  wages  to  PERS.  All  eligible 
employees  contribute  6.0  percent  of  gross  wages.  The  office's  contributions  to  PERS 
were  $5,505  and  $3,250  in  fiscal  years  1986-87  and  1987-88,  respectively. 

5.  NONBUDGETED  REVENUE 

The  office  had  nonbudgeted  revenue  in  the  General  Fund  of  $4,655  in  fiscal 
year  1986-87  and  $20  in  fiscal  year  1987-88.  This  revenue  results  from  lobbyist 
permits  in  accordance  with  section  5-7-103,  MCA. 
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AGENCY  RESPONSE 


COMMISSIONER  OF 
POLITICAL  PRACTICES 


STATE  OF  MONTANA' 


DOLORES  COLBURG 
COMMISSIONER 
TELEPHONE  (406)  444  2942 


CAPITOL  STATION 

1205  EAST  EIGHTH  AVENUE 

HELENA,  MONTANA  59620-2401 


December  14,  1988 


RECEIVED 

CcCl^  1988 
Mnntanp  I  episi'ti""  Auditor 


Allyn  Clark 

Staff  Auditor 

Office  of  the  Legislative  Auditor 

State  Captitol 

Helena,  Montana  59620 

Dear  Ms.  Clark: 

Enclosed  is  my  response  to  the  draft  report  of  the  audit  that  was 
conducted  of  this  office  for  fiscal  years  1987  and  1988.  I  trust 
that  it  is  in  the  format  that  you  want  for  the  final  report. 

Sincerely, 


■pii-iT  riT3T?c    POT  TaiTTjn  (—^ 


DOLORES  COLBURG 
Enclosure 
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ANIOilAt    OPPOHlllNiry  eMPiOYER 


■Response  of  the  Coitunissioner  of  Political  Practices  to  the 
recominendations  in  the  financial-compliance  audit  of  the 
Commissioner's  office  for  the  period  July  1,  1986  through  June 
30,  1988. 


RECOMMENDATION  tt  1 

WE  RECOMMEND  THE  OFFICE  SUBMIT  REPORTS  TO  THE  LEGISLATURE  AND 
GOVERNOR  AS  REQUIRED  BY  STATE  LAW. 

Concur  in  the  recommendation.   Reports  for  the  fiscal  years 
1987  and  1988  will  be  submitted  in  January  1989. 


RECOMMENDATION  ft  2 

WE  RECOMMEND  THE  OFFICE  THOROUGHLY  REVIEW  TRAVEL  EXPENSE  CLAIMS 
TO  ENSURE  COMPLIANCE  WITH  STATE  POLICY. 

Concur  in  the  recommendation.  Action  already  has  been  taken  to 
assure  compliance  with  the  recommendation  and  with  state 
policy. 


12 


